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EIGHTY-NINE STORES AS AT JANUARY 31, 1971 


Leased Coronet 


P.C.J. Mappin’s MacKenzie’s Departments Card Shops 
SY yt Al A Se seee c se oe detonated ctecea euacdosceeeioshecraecasonad i 
BRAMPTON) rece ees cect ree te teecvarertc cee cue tee teere anamenemeneeeieee 1 
BUREINGTION Frese reece rset etree rep eeneemeteteetee eens: 1 1 
GALGARY ices ceases cree caeecteee ear een tena eee an csacner ene ca 1 2 
CLARKSON ......... Lae ieee nN Saat Ce aie ie eee 1 
EDMONTON iis occctes cs coeraons tacos te ce ween eet sane eee esac 7 1 
HAL TEAX san tera ronerece-crepoeeonteestene tenet oatem secen cena menar sate 2 
HAMILTON sac ccaec eect ceeseeacte. eotianas Ghitiend sence cemented 2 1 
ISING STON Sees corcncsceuee tae rece neers eee eee eeaae Rane ener 2 
EL ETHBRIDGESaciecaee meer eerarce tame te eeeee 1 1 
EONDON Gee eer renee Renner eet rene 1 1 
MONCTON tere ore ee eon Monee nee reee 2 
MONTREAL eee rirecrsca cutee aera ee ast cemesete aaa oes 9 2 
MOOSE: JAW sabe: cconscaccocte ieee tenet cs aes ne arene nese 1 1 
NANAIMO (22 cere core Semen erates cn tiratceri cn esanc cores 1 
NEW WESTMINSTER Serer crsmereescet aces merce stn tee 1 
QAK VIELE ia rcsa teen cr eeconts a eatue natcaetecreeeneite renin atten verse 1 
OTTAWA Ce re etc a eerie ee te rir al ne meer tere rare eee ene 7 2 
PETERBOROUGH ener etre. oat ae ee 1 1 
PRINCEFAL BERT cocci ners co eee eee eee 1 
REGINA Gir corse socaaucen ti mat uate eiure aera termetrieare ree tener nes i 2 
boy ARUN alt sare cnetaececeaces angen neeserriatetan deren case torpana ipeaveMoacedcrrouadcds 1 
SASKATOON Beranereer neta meee ree ence encarta eee 2 1 1 
THUNDERIBA Via era a tirn cnccrmaenemcee tenance a etereneee on 
TORONTO renee er cere ertercc Rca caters roe e cn een Ree 4 2 2 
MANGOUVE Ribose cr tise arteree cer ctn ae ee 4 2 
VIGTORIA Gs recat ccsctacereuenreter eater eaten renee ae 1 
WELLAND Sage ne arcccaccruneccectecatonuctecnceaseeen ace ee 1 
WINDSOR Sten race orreannisticcte sect t meatier com ee eoccnen ee 3 1 1 
WINNIPEG Beer ere etree eccrcr ne rae eee ereeee ees 5 eS ees a ees erin 
Ne ee a 


“ Operated under the name of Birks Stitt Credit Jewellers 
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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


The accompanying Financial Statements of your Company for the year ended January 31st, 
1971, are submitted on behalf of the Board of Directors. Sales for the year were $25,509,502 almost 
identical with those of the previous year. Net Income for the year before an extraordinary item was 
$728,158 equivalent to 92¢ per share as compared with $1,010,076 or $1.31 per share the year 
previous. Extraordinary Income resulting from the gain on the disposal of property owned but not 
used in the operation of its business affairs amounted to $395,125. Net Income for the year including 
the extraordinary item was $1,123,283 or $1.45 per share. Dividends declared upon the Capital 
Stock of the Company during 1970 were 10¢ quarterly for a total of 40¢ per share on both the 
outstanding Class “A” and Common Shares. Working Capital during the year increased $397,742 to 
$9,316,507. As usual the greater part of the earnings has been retained for investment and further 
development of the Company. 


Shareholders may recall from the quarterly reports provided that our Net Income before 
provision for Income Taxes for the first quarter compared unfavourably in the amount of $232,000 
with the first quarter of the year previous. The second quarter compared unfavourably in the amount 
of some $315,000 with the same quarter of the previous year. Needless to say Management recog- 
nized the need of very careful analysis and control of our expense structure with particular attention 
to improving the efficiency of our operations. Our third quarterly report indicated that we were 
able to reduce our unfavourable comparison with the same period for the year previous to $138,000, 
while the fourth quarter produced a favourable comparison of $139,000 not including the extra- 
ordinary item. | am happy to be able to report that the trend of the second half of the year has been 
continued and the first two months of our current fiscal year show a very substantial improvement 
over the year previous, which will be reflected in our first quarterly report for this year. 


During the year we continued our policy of expansion. Seven traditional Peoples Credit stores 
were opened in Shopping Centres in Saskatoon, Windsor, Winnipeg, Edmonton, Kamloops, Leth- 
bridge and Hamilton. Mappin’s continued its program of expansion by opening two stores in 
Shopping Centres in Saskatoon and Windsor, and four Coronet Card shops were opened in 
Saskatoon, Windsor, Winnipeg and Edmonton. Thus a total of thirteen new stores were opened 
during the year. However, the Company closed six leased departments in so called Discount 
Department Stores and two other stores, for a net increase during the year of five to bring our 
total as of January 31, 1971 to 89. 


Already this year we have opened traditional Peoples Credit stores in Sherway Gardens in 
Toronto and in Red Deer, Alberta, and we are committed to open three more this Fall in Shopping 
Centres in Calgary, Kelowna and Belleville and are negotiating for a Mappin’s store on Bloor Street 
in Toronto. 


Subsequent to the year end your Company entered into a joint venture with Regtor Invest- 
ments Limited a subsidiary of the Toronto-Dominion Bank by selling to them a half interest in a 
property owned by the Company. For this half interest the Company received $300,000 being 
fifty percent of the original cost. The purpose of the joint venture is ultimately to redevelop the 
property and erect a major office building. It is the hope of Management that this will be but the 
first in a program of redevelopment of key downtown properties owned by the Company. 


Although the financial results for the year ended January 31st, 1971 are most disappointing to 
Management, the impact of our experience in the first half of the year was such as to cause us to 
turn our attention internally rather than to use external economic conditions as an excuse for our 
performance. The improvement that followed in the third and particularly in the fourth quarter, and 
our experience during the first two months of the current fiscal year affords us a great deal of 
satisfaction and makes us confident that the current year will show a very substantial increase in 


Net Income from operations. 


Respectfully submitted on behalf of the Board. 


BERTRAND GERSTEIN, 
Chairman of the Board. 


Toronto, June 14th, 1971. 
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CONSOLIDATED BALANCE S 
with comparati 


ASSETS 
CURRENT ASSETS So 31970 ere 970... 
T= fee ee eee mere Om eee tee DOE NN GR or i nk Pi he ee dD NS a tbod, $ 89,213 $ 70,651 
Accounts:receivable:(note:2) conn n, ssa organ pes tere ee ee eae 7,456,121 8,228,892 
Merchandise, valued at cost or market, whichever is the lower .... 7,341,619 5,978,712 
Prepaid. expenses scrcs Sasi tne tea capo ee ee 108,240 81,396 
TOMA CURRENTIASS ES eee ee eee eee 14,995,193 14,359,651 
OTHER 
Notes receivable from shareholders (note 4) 000000... 1,156,496 1,264,267 
FIXED ASSETS — at cost 
BuilGings . Sea: Oo ed A Boles eee eee eee bee eee 3,219,070 3,320,012 
Furniture and fixtures. 4 4.5 ne ee 4,223,062 3,818,278 
Automobiles 20a ce eee errant ate eae Conner ee ae 82,922 99,701 
7,525,054 7,237,991 
LESS: Accumulated depreciation...) ee 4,093,311 3,921,542 
3,431,743 3,316,449 
Lain -caksi, dtaa hint e: Pi taco eet Ieee oy et ee ee 2,064,657 2,365,273 
Leasehold improvements, at cost less amortization .....0000....0.00...... 592,665 a 499,265 
TOTAL FIXEDLSASSETS ote ee eee 6,089,065 6,180,987 
On behalf of the Board 
Bertrand Gerstein, Director 
Marvin Gerstein, Director 
$22,240,754 $21,804,905 


(the accompanying notes are ai 
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Companies 


T AS AT JANUARY 31, 1971 
gures for 1970 


LIABILITIES 


CURRENT LIABILITIES 
Bank indebtedness (note 2) . 


Accounts payable . 


Income and other taxes payable 


Dividends payable 


Instalments on long-term debt due within one year 


TOTAL CURRENT LIABILITIES 


DEFERRED INCOME TAXES 


LONG-TERM DEBT (note 3) 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 


AUTHORIZED: SHARES 
6% cumulative redeemable first preferred shares, 
PachsOtr > 1 00npari Value grees tees nncescee 12,102 
4% non-cumulative redeemable second preferred 
shares, each of 10¢ par value .....................0.: 10,000,000 
Class ‘‘A” non-voting, participating shares without 
HOMInAl’ OF: Pal Value sce ecme tsns treat e eer 750,000 
Common shares without nominal or par value ...... 375,000 
ISSUED: 
6% first preferred (note 4) (1970—7,886) ............. 7,737 
ClaSSte Aube ShareSt meet res sactecce cic aamishentnne eos eeree. 521,370 
COMMONBSH ALCS mee rtree ee eee ne cence 223,900 


RETAINEDS EARNINGS (22. nic nnecc- cod enamnsammnntcon eanerg sacs sss 
TOTAL SHAREHOLDERS (EQUITY Snare. 


egral part of these statements) 


1971 


$ 3,413,415 


1,328,950 
610,908 
74,527 
250,886 


5,678,686 


147,400 


2,673,614 


773,700 
1,667,663 


84,233 


2,525,596 


11,215,458 
13,741,054 
$22,240,754 


1970 
$ 3,289,063 
1,372,277 
279,977 
74,527 
425,042 


5,440,886 
85,500 


3,301,995 


788,600 
1,667,663 
84,233 
2,540,496 
10,436,028 
12,976,524 
$21,804,905 
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CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED JANUARY 31, 1971 


with comparative figures for 1970 


1971 1970 
— ees eee 
Sales s cc eee ee ee ($25,509,502 | $25,566,148 
= ——, 
Deduct: 
Cost of merchandise sold and all other expenses except those 
Hist@d. DOlOW S23 2) cece cna reece pai eeaicha cee amee Sere eerie 23,008,079 22,603,372 
Depreciation” and -amonmizatlom 9... er eee ree een ee 385,982 328,781 
Interest on long-term debt ............. SEARO Sry he MN tek me AS 223,861 233,727 
InferesteonapankeindebtCaness eset ee eee ee eee eee 289,322 251,192 
23,907,244 23,417,072 
INCOME before provision for income taxes and extraordinary item 1,602,258 2,149,076 
ProviSionstOnriINCOMGstaXGs mec eee eee seer eee eee 874,100 1,139,000 
INCOME before extraordinary item ......... Ee Me ee RN N \ 728,158 \1,010,076 } 
Gain, on®sale7On property ica te cee eer ee eee O;125 = 
NETINCOME: for the Vora pier ee ee yee eter eee eee $ 1,123,283 $ 1,010,076 
Earnings per Class “A”. and Common share: os 
Income, before: extraordinary item (i... 40.0 ecnees eee eee ee $(.92) 61.31) 


Net income for the year .............. f aalcratee ce Ace eet nee eee $1.45 ) $1.31 ) 
SSGEE, Gy, 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED JANUARY 31, 1971 


with comparative figures for 1970 


1971 1970 
RETAINED EARNINGS — beginning of year o.oo. $10,436,028 $ 9,900,117 
Add: 
Net Income -for, the Var wics.1ccc.aveeteucnnae orcrece codessanaeseeneceneme nea 1,123,283 1,010,076 
11,559,311 10,910,193 
Deduct: 
Dividends — preferred shares (note 4) .o......00cccecce eee 45,745 45,707 
==> Class BA AESNATES ite ae erent re ee ee 208,548 207,991 
= COMMON; Shalesmamar ys sae ae ees ea 89,560 89,560 
Excess of the cost of the shares of subsidiary over the net 
tangible. assets at date of, acquisition <5......0...5.0- ences scneeen ae — 130,907 
343,853 474,165 
RETAINED EARNINGS — end of year o.oo... Re eee em: $11,215,458 $10,436,028 


(the accompanying notes are an integral part of these statements) 


PEOPLES CREDIT JEWELLERS LIMITED 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED JANUARY 31, 1971 


with comparative figures for 1970 


Funds were provided from: des pee? 0 
Operations: 
NetincomesiOratie Valor. 55 sar en ees $ 728,158 $ 1,010,076 
Add: Expenses which do not require an outlay of funds: 
Depreciationsandaamorizationns ee ee 385,982 328,781 
DelGrredsinCOM@:taXGS ere e t + cat err eee a Meee ee ee 66,900 47,500 
1,181,040 1,386,357 
iScucxOte GlaSS as Aik SHALES creer roel nee. nee ork ke Beles ae oe _ 934,946 
Mortgages on purchase of real property and notes issued on 
ACCUISIUONTOLSUDSICIOlY. 45 ee ee ee ee _ 630,024 
Working capital on acquisition of subsidiary 000. _ BOOM 
Payments on notes due from shareholders 220000.0..00..00ccccccceceees 107,771 16,983 
Proceeds on sale. of property... eee. Pe ee 750,000 _ 
TOtARE-UNOSsPROVIDED Me, = =e te eee eee 2,038,811 3,318,867 
Funds were applied to: 
BurCnascaomoandsand OuIldinGSi 2 ave oe een cone eee — 725,000 
Purchase of other fixed assets (net) 0.0.0.0... cccceccceeseeeteeereeee 653,935 555,549 
Notesireceivable:from shareholders: ........00:cc.seecceccstceeseeectvseceosoeuoovmee oa 795,000 
TIVESLMCN tale SUUSI ial Varwmmety oeenen oe ee vee a ee pen eae a ene _ 675,000 
Reduction. OfslOng-tefmM.Gebt hax «aes te e+ Ge ee, See. 628,381 437,646 
DIVIGGNAS Skeet cs Boe Cs nc recto tent etree. 343,853 343,258 
Redemption of first preferred shares ............0..0)co cece 14,900 63,900 
TOTALREUNDSZAPPLIED sere, cee et nn ee Ae 1,641,069 3,595,353 
Increase (decrease) in working capital 0.0.0.0... cceeeeeeeees 397,742 (276,486) 
Working capital — beginning of the year 0... cece 8,918,765 9,195,251 


Working capital — end of the year ooo... ccceececetenerneeneenes 


(the accompanying notes are an integral part of these statements) 


AUDITORS’ REPORT 


To the Shareholders 
Peoples Credit Jewellers Limited 


$ 9,316,507 


$ 8,918,765 


We have examined the consolidated balance sheet of Peoples Credit Jewellers Limited and its 


subsidiary companies as at January 31, 1971, and the consolidated statements of income, retained 
earnings and source and application of funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 

In our opinion these consolidated statements present fairly the financial position of the 
companies as at January 31, 1971, and the results of their operations and the source and appli- 
cation of their funds for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Clarkson, Gordon & Co. 


Toronto, Canada 
Chartered Accountants 


May 13, 1971 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JANUARY 31, 1971 


CONSOLIDATION 


The acompanying consolidated statements include the accounts of all subsidiaries. 


ACCOUNTS RECEIVABLE 


Accounts receivable have been pledged as security for bank indebtedness and are shown net of the 
following: 


1971 1970 
Allowancesior GOUbiUIPACCOUIMIS me eammeeiner crete nter me eit met Smee eee eee $ 444,000 $ 469,000 
Wnearned: #service charges usc con ce ereccareatance cco ra tee rere eres nan eee $ 353,000 $ 361,000 
LONG-TERM DEBT 1971 1970 
6.25% Debenture due June 30, 1981 repayable in annual instalments 
OF G2A5 OOO aeescceer sn ascertains tuthiereas ates vee ean Deno rae Ree Lae are cee ER eee eee $2,720,000 $2,965,000 
7509 UNote@ Payables duce ceccerset cecarmict eaten srenc tae re ere ae ee eRe — 481,542 
7.25% —9.25% Mortgages Payable due 1984 to 1986 oo... 204,500 280,495 
2,924,500 3,727,037 
Less current instalments included in current liabilities ........... tien tema een 250,886 425,042 


$2,673,614 $3,301,995 


Amounts due on repayment of long-term debt in each of the next five years are as follows: 1971 — 
$250,500, 1972 — $251,000, 1973 — $251,500, 1974 — $252,000, 1975 — $252,700. 


The Debenture is secured by a floating charge on the Company’s properties. Under the agreement 
securing the Debenture, there are various restrictions affecting the payment of dividends. At the end of 
the year approximately $3,289,000 (1970 — $2,500,000) of consolidated retained earnings were free of 
restrictions and available for payment of dividends. 


CAPITAL STOCK 


During the year the Company redeemed 149 6% first preferred shares (1970 — 639) at a discount of 
$1,016 (1970 — $1,984) which has been netted against preferred share dividends declared for the year. 


The notes receivable from shareholders arose in connection with the Executive Stock Purchase Plan 
(other than directors) and Select Employees Stock Acquisition Program of the Company. These amounts 
are due in annual instalments to 1979. 


OTHER INFORMATION 


The eight officers of the Company received $239,000 remuneration as officers. The three directors 
received no remuneration as directors and are all officers of the Company. 


COMMITMENTS 


A number of the Company’s store locations are held on leases entered into for periods from five to 
twenty years. Most of these leases are for fixed rentals; some, in addition, contain percentage-of-sales 
clauses. The minimum annual rentals payable under all such leases currently in force totals $889,700 
and actual rentals In the year amounted to $1,175,500. 


SUBSEQUENT EVENT 


In March 1971, the Company sold a one-haif interest in a property for $300,000 being fifty percent of 
the original cost and has entered into a joint venture with the purchaser, the purpose of which is to 
redevelop this property in the future. 
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LIMITED 


INTERIM REPORT 


For the half year ended 
AUGUST 1, 1970 
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